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BACKGROUND:

Variousdifferenttypesofcorporationsmayincorporatein thisstatebyfilingarticlesofincorporationwith
theSecretaryofState, includingbothfor profitcorporationsandnot for profitcorporations.Articlesof
incorporationarefiledwiththeSecretaryofState whenevera corporationincorporates.

A foreigncorporationmayonlytransactbusinessin thisstateif it obtainsa certificateofauthorityfromthe
SecretaryofState.

SUMMARY:

Stateagenciesarerequiredtoapply tothe SecretaryofState for theadministrativesuspensionofa not for
profitcorporation’s,ora foreignnotfor profitcorporation’s,certificateofincorporation–if theagency
establishesthatthecorporationmeetsanyofthe criteriadevelopedbythe directorofthe OfficeofFinancial
Managementdescribingmisfeasance,malfeasance,ornonfeasancebythe corporationrelatingtoperformance
ofa personalservicecontractorclient servicecontractwiththestateagency.Criteriatoestablish
misfeasance,malfeasance,ornonfeasanceinclude,butarenotlimitedto:

• Failuretomeet reportingrequirements;

• Fraud;

• Misuseoffunds;

• Failuretocomply,failuretotimely complete,orrepeatedlyviolatinga correctiveactionplan;



• Materialbreachofcontract;

• Defaultonperformanceofmaterialtermsofthe contract;

• Significantoverpayments;or

• Significantdoublebilling.

TheSecretaryofState mustissuea certificateofsuspensionif a stateagencyfilesanapplication.The
certificateis filedandnoticeis mailedtothe corporationbycertifiedmail. Oncethecertificateof
suspensionis filed,thecorporationmaynotenterintopersonalserviceorclient servicecontractswiththe
stateandwithinthreemonthseachstateagencyis requiredtoterminateanycontractswiththecorporation
for personalservicesorclient services.

TheDepartmentofLicensingis notifiedofthe filingofthe certificateofsuspension,whichentersthis
informationin electronicrecordscontainingunifiedbusinessidentifiers.

Thecorporationmayfilea requestwiththeSecretaryofState for anadjudicativeproceedingoverthefiling
ofthe certificatewithin20daysofserviceofthe notice.If therequestis timelyfiledtheSecretaryof
Statemaynotsuspendthecertificateofincorporationunlesstheadjudicativeproceedingresultsin a finding
thatthecorporationmeetsanyofthese criteria.

ThecorporationmaypetitiontheSecretaryofState for reinstatementafteranintervaldeterminedbythe
SecretaryofState. Anagencythatappliedtothe SecretaryofState tosuspendthecertificateof
incorporationofa corporationmustrecommendthatthecertificateofincorporationbereinstatedif the
corporationhasremediedthemisfeasance,malfeasance,ornonfeasancethatwasthesubjectofthe
applicationandhastakensufficientcorrectiveactiontopreventa reoccurrence.

TheSecretaryofState shallcancelthecertificateofsuspensionandreinstatethearticlesofincorporationto
unrestrictedstatusif thesecretarydeterminesthatthecorporationhasremediedthemisfeasance,
malfeasance,ornonfeasancethatledtothe suspensionandhastakensufficientcorrectiveactiontoprevent
a reoccurrence,ora court ofcompetentjurisdictionoranadministrativelawjudgeordersthereinstatement
ofthe certificateofincorporation.TheDepartmentofLicensingis notifiedofa suspension.

FISCALNOTE:Notrequested.

EFFECTIVEDATE:August1,1999.


